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“First we shape our structures, afterwards they shape us” (Winston Churchill).  
 
1. Introduction 
Considerable prior research has explored the determinants and performance effects of 
firm-level entrepreneurship. The emphasis has tended to be on the firm’s external 
environment, strategy, structure and organizational culture as antecedents to corporate 
entrepreneurship (hereafter, CE) (Zahra et al., 1999; Phan et al., 2009). The outcomes 
of CE have been linked to economic and strategic gains (Narayanan et al., 2009), with 
emphasis shifting towards trying to gain an understanding of the non-financial effects 
of CE in recent years. In particular, CE has been viewed as a means of inducing and 
cultivating organizational learning that can be used to develop organizational 
capabilities (Dess et al., 2003). In this chapter we build on and extend both these 
strands of research by emphasizing the role of the firm’s human capital. First, we 
extend previous work on the antecedents of CE by focusing on the role of human 
capital as a potentially crucial driver. Second, we argue that the outcomes of CE, 
particularly in terms of learning, should be viewed in terms of how it will influence 
the nature and composition of the firm’s human capital base. We focus on learning – 
the process of acquiring and integrating new knowledge – because it can help the firm 
expand its range of strategic choices; improve its ability to continuously build and 
modify unique capabilities; and prevent its core capabilities from becoming core 
rigidities (Kang and Snell, 2009).  
We propose a dynamic two-way relationship between human capital and CE. 
Initial stocks of human capital may determine the extent and nature of CE, while CE 
in turn can result in the modification / development of the firm’s human capital base. 
We also argue that this relationship between human capital and CE will be moderated 
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by the organization’s entrepreneurial orientation and its internal processes and 
structures. 
Human capital has been heralded as a critical, if not the most important, firm 
resource which is central to value creation (Pfeffer, 1994; Hitt and Ireland, 2002), 
particularly in a knowledge-based economic landscape (Grant, 1996; Coff, 1997; 
Stewart, 1997; Nahapiet and Ghoshal, 1998). Recent multi-level conceptualizations of 
human capital (Ployhart, Moliterno, 2011; Ployhart et al., 2011; Ployhart et al., 2014) 
suggest knowledge may reside in many forms and places within the firm, but 
ultimately it is the individual who must learn (Grant, 1996). Learning, in turn, is 
influenced by the knowledge and skills embodied in people (i.e., their human capital) 
(Hatch and Dyer, 2004). The knowledge, skills and learning ability of the firm’s 
employees, and the interaction among them, shapes the firm’s human capital and 
learning capacity. Given the widely acknowledged importance of knowledge and 
learning to entrepreneurship (Zahra et al., 1999; Shane, 2000), the human element in 
understanding both the antecedents and outcomes of CE cannot be ignored.  
Human capital represents the knowledge, skills, experience and capabilities of 
individuals (Becker, 1975; Coleman, 1988; Dess et al., 2003; Coff, 2005). Human 
capital theory posits that knowledge provides individuals with greater cognitive 
abilities, leading to more productive and efficient activity (Mincer, 1974; Becker, 
1975). Indeed, empirical evidence has linked human capital to strategic choices 
(Finkelstein and Hambrick, 1996), strategy implementation (Miller and Lee, 1999), 
firm outcomes (Barney and Zajac, 1994; Pfeffer, 1994; Sherer, 1995; Lepak and 
Snell, 1999; Hitt et al., 2001; Wiklund and Shepherd, 2003; Hatch and Dyer, 2004), 
and even the economic growth of nations (Field, 2000). From a resource-based 
perspective, human capital resources are seen as critical for creating and sustaining a 
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competitive advantage because they are relatively difficult to imitate due to their 
intangible and socially complex nature (Barney, 1991; Black and Boal, 1994; 
McEvily and Chakravarthy, 2002). 
Before we proceed further, we must address the thorny issue of what we mean 
by CE. There are several dimensions and types of corporate level entrepreneurship, 
for example, internal and external venturing, strategic renewal, and formal and 
informal corporate entrepreneurship have been extensively documented (Sharma and 
Chrisman, 1999, Zahra et al., 1999). Our objective in this chapter is not to attempt to 
integrate and cover all these elements. Rather, we seek to take a broad view of CE that 
encompasses these views but also represents a view that has received considerable 
consensus in the area of entrepreneurship. Accordingly, consistent with Shane and 
Venkataraman (2000), Brown et al. (2001), Ireland et al. (2001) and Zahra (2008), we 
view CE as involving the identification and exploitation of opportunities for new 
value creation at the level of the firm. The factors that influence opportunity 
identification and opportunity exploitation are likely to be different (Shook et al., 
2003). To ensure depth of discussion, we focus on one of these stages, namely 
opportunity identification.  
 We seek to make the following contributions: First and foremost, we seek to 
develop a human capital based framework that can aid our understanding of the 
antecedents and outcomes of corporate opportunity identification. This framework is 
illustrated in Figure 1. Specifically, we seek to highlight the role of employees and 
their human capital as a potentially valuable driver of CE (path 1). Further, we explain 
how one of the outcomes of CE can be the development of its human capital base 
(path 4). Second, we address calls for an appropriate distinction to be drawn between 
entrepreneurial orientation (EO) and the identification of entrepreneurial opportunities 
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(Zahra et al., 1999; Brown et al., 2001). We argue that a firm’s EO moderates the 
relationship between human capital and opportunity identification by acting as a 
collective mental model that guides human capital (path 3). Finally, we suggest that 
the firm’s internal environmental structure can also moderate the relationship between 
human capital and opportunity identification (paths 2 and 5). While previous studies 
have highlighted the importance of a supportive organizational structure as a means of 
facilitating CE (e.g., Hornsby et al., 2002) (path 2), we argue here that the 
organization’s structure may have important implications for how human capital is 
developed and deployed, and thus how learning from CE is facilitated (path 5). 
 
INSERT FIGURE 1 HERE 
 
The structure of the chapter is as follows. First, we explore the relationship between 
human capital and corporate opportunity identification. Second, we discuss how a 
firm’s EO can influence this relationship. Third, we identify and discuss a set of firm 
internal processes and structures that can moderate the relationship between human 
capital and corporate opportunity identification. Fourth, we highlight that the 
relationship between human capital and opportunity identification can be a reciprocal 
one. Therefore, we focus on how experience with corporate opportunity identification 
can impact on individuals’ human capital endowment. Further, we argue that 
organizational processes, in particular those relating to knowledge articulation and 
codification, may determine the extent to which experience with opportunity 
identification improves the value of human capital. Finally, we conclude by 
discussing implications for empirical testing and identifying areas for future research.  
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2. Human Capital as a Driver of Corporate Opportunity Identification (Path 1) 
Several scholars have acknowledged the importance of human capital to 
entrepreneurship (Bates, 1995; Gimeno et al., 1997; Chandler and Hanks, 1998; 
Unger et al., 2011). These studies, however, have generally focused on the 
relationship between human capital and organizational outcomes (e.g., firm entry or 
exit) rather than entrepreneurial outcomes (i.e., entrepreneurial behavior such as 
opportunity identification and pursuit). 
Applied to the context of entrepreneurship, human capital theory suggests that 
if profitable opportunities for new economic activity exist, individuals with more or 
higher quality human capital should be better at identifying them. At a conceptual 
level, Hostager et al. (1998) identify a broad array of knowledge and skills that each 
person brings to the corporate setting that can facilitate corporate entrepreneurship. 
These include awareness of environmental concepts; knowledge of customer needs 
and preferences; awareness of technological developments; awareness of current 
communication and IT to share knowledge and experiences with others; creative 
thinking skills; prior experience of recognizing, screening and evaluating new 
opportunities. More recently, studies have found human capital to be positively 
associated with entrepreneurial opportunity identification and / or pursuit at the level 
of the individual entrepreneur (Shane, 2000; Davidsson and Honig, 2003; Dimov and 
Shepherd, 2005; Shepherd and DeTienne, 2005; Ucbasaran et al., 2008, 2009; 
Bhagavatula et al., 2010). What is less clear from this evidence, however, is how 
human capital can assist opportunity identification within firms. 
The inductive view of opportunity identification suggests that opportunities 
are available in the environment waiting to be discovered (Alvarez and Barney, 2007; 
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Zahra, 2008). Kirzner’s (1973) ‘entrepreneurial alertness’ perspective suggests that 
some individuals (i.e., entrepreneurs) have the ability to see where products (or 
services) do not currently exist, or where they have unexpectedly emerged as being 
valuable. Conversely, the deductive view suggests that the individual mind creates 
opportunities in an imaginative act by combining individual experience, subjective 
understanding, and current information in a complex associative act (Schumpeter, 
1934; Witt, 1998; Zahra, 2008). This second view puts centre stage the role of prior 
knowledge, cognitive processes and mental connections (Grégoire et al., 2010). 
Grégoire and Shepherd (2011) found that individual differences in knowledge 
combined with differences in the nature of the opportunities affect opportunity 
identification abilities. Irrespective of which view is taken, entrepreneurs with 
superior human capital profiles may have a wider range of knowledge to draw upon. 
This knowledge may facilitate opportunity identification. If opportunities are indeed 
circulating in the environment waiting to be discovered, individuals with superior 
human capital may have greater knowledge of where to look for an opportunity, when 
an opportunity is present, or what an opportunity ‘looks like’. To recognize an 
opportunity, an entrepreneur must have prior knowledge that is complementary with 
the new information, which triggers an entrepreneurial conjecture (Kaish and Gilad, 
1991; Shane, 2000). Experience-based knowledge can direct an individual’s attention, 
expectations and interpretations of market stimuli, thus facilitating the generation of 
ideas (Gaglio, 1997). Alternatively, if opportunities are imagined or created, 
entrepreneurs with greater levels of human capital may have more ‘ingredients’ 
(Sarasvathy, 2008), intelligence, and imagination to work with to identify / create an 
opportunity. Experience-based knowledge is considered a necessary factor in the 
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creative process in that, alongside domain-specific knowledge, it influences the 
definition of the appropriate problem space and solution criteria (Amabile, 1990). 
Individuals with higher levels of human capital may have greater access to 
knowledge, which they can use to make assessments, judgements, or decisions 
surrounding opportunity identification (Mitchell et al., 2002). The logic for this 
resides in the fact that, ultimately, it is individuals within the firm who are responsible 
for identifying and pursuing opportunities (Hayton, 2005). As such, it can be argued 
that the firm’s ability to identify opportunities is a function of its human capital. Thus, 
we propose the following: 
 
Proposition 1a: Firms with a superior human capital base will identify a 
greater number of opportunities in a given period. 
 
Becker (1993) argues that one of the most influential theoretical concepts in human 
capital analysis is the distinction between general and specific human capital. Human 
capital can be viewed as consisting of a hierarchy of skills and knowledge with 
varying degrees of transferability (for example, across firms) (Castanias and Helfat, 
1991). If skills and knowledge are easily transferable across a variety of economic 
settings they can be regarded as general human capital (e.g., education) (Gimeno et 
al., 1997). Conversely, if skills and knowledge are less transferable and have a 
narrower scope of applicability, they are regarded as specific human capital (Becker, 
1993). Specific human capital typically encompasses knowledge that is deeper, 
localized, embedded and invested within particular knowledge domains (Kang and 
Snell, 2009). Human capital is seen to be most valuable and most inimitable when it 
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resides in the environment where it was originally developed (Lepak and Snell, 1999; 
Hitt et al., 2001) partly because of the tacit knowledge that is embedded within it. 
Firm-specific human capital is typically the product of individual learning 
efforts that can lead to knowledge creation through learning by doing, which in turn, 
enhances the firm’s learning capacity and performance (Hatch and Dyer, 2004). Firm-
specific human capital may include knowledge of the internal operations of the firm 
but also knowledge of customers, suppliers, products, and services within the context 
of the firm (Gimeno et al., 1997). Indeed, both Shane (2000) and Shepherd and 
DeTienne (2005) found that when leveraged, this latter type of knowledge led to 
opportunity identification.  
Alongside firm-specific human capital, individuals may also possess 
entrepreneurship-specific human capital. Entrepreneurship-specific human capital is 
the set of knowledge and skills that individuals can bring to bear to create and exploit 
market opportunities (Coff, 2005). This is likely to be the result of direct or vicarious 
entrepreneurial experience (Krueger, 1993; Unger et al., 2011). Prior management and 
entrepreneurial experience are particularly relevant since they favour opportunity 
identification (Gruber et al., 2012). At the level of the individual, Ucbasaran et al. 
(2008) found entrepreneurship-specific human capital to be strongly associated with 
opportunity identification intensity.  
We expect entrepreneurship-specific capital and firm-specific human capital to 
be particularly important to corporate opportunity identification. While 
entrepreneurship-specific human capital may facilitate opportunity identification, 
firm-specific human capital is likely to ensure that those opportunities fit more closely 
with the firm’s existing activities. Unless this fit is ensured, opportunities identified 
by individuals may not be communicated to key decision makers in the organization. 
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Moreover, if firm-specific human capital is low and entrepreneurship-specific human 
capital high, identified opportunities could be too random resulting in a weak strategic 
fit with firm competencies. In contrast, if only firm-specific human capital is high, 
unless the individual has some knowledge of entrepreneurship, they may fail to 
identify opportunities. If both types of human capital are high, the likelihood that 
opportunities identified are both numerous and strategically valuable increases. Based 
on the above discussion, we propose the following: 
 
Proposition 1b: The relationship between human capital and corporate 
opportunity identification will be strongest when both 
firm-specific and entrepreneurship-specific human 
capital is high. 
 
2.1 Organizational Structures and Processes as Moderators of the Relationship 
between Human Capital and Corporate Opportunity Identification (Path 2) 
So far we have argued that a firm’s human capital base, which embodies the 
knowledge and skills of its employees, should facilitate corporate opportunity 
identification. However, while firms may have access to valuable human capital, 
either through poor design or mismanagement, human resources might not be 
deployed in a way that achieves adequate strategic impact (Wright et al., 2001; 
Kaifeng et al., 2012). Because opportunity identification is strongly related to the 
creation, exchange and combination of knowledge (Nahapiet and Ghoshal, 1996; 
Zahra, Nielsen and Bogner, 1999), the management of knowledge and human capital 
becomes important (Kanter, 1985; Hayton, 2005; Bhagavatula et al., 2010; Unger et 
al., 2011). All things being equal, a firm in possession of superior human capital 
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should identify more opportunities than a firm with weaker human capital. However, 
the internal environment of the firm can dictate how individuals use their human 
capital for the benefit of the organization. Principally, the internal environment of the 
firm can either enable individuals to use their human capital in pursuit of opportunity 
or can impede it. However, while research has identified a set of internal environment 
conditions sympathetic to corporate entrepreneurship (e.g., Hornsby et al., 1999, 
2002; 2009; Hayton, 2005; Kuratko et al., 2005; Ireland et al., 2006a, b; Eddleston et 
al., 2012), research has not isolated a single best way. Indeed, a general consensus 
might be that a single structure is not feasible whereas a set of guiding principles 
informing organizational structure is. 
 Drawing together several studies, we put forward that an internal environment 
supportive of the deployment of human capital for corporate entrepreneurship 
comprises (1) reward incentives and accompanying control structures that support risk 
taking in pursuit of new opportunities (Hornsby et al., 2002; Hayton, 2005; Monsen et 
al., 2010); (2) work discretion and autonomy such that managers provide decision-
making freedom to adjust tasks and undertake new courses of action as and when 
necessary to pursue organizational goals (Hornsby et al., 2002; Kuratko et al., 2005); 
(3) a team-based design that enables information exchange and human capital cross-
pollination by increasing the connectedness of disparate individuals from across the 
organization (Ireland et al., 2003; Hayton, 2005; Jansen et al., 2006; Kelley et al., 
2009); (4) management support and leadership that sets and champions the vision for 
corporate entrepreneurship in the firm (Hornsby et al., 2002, 2009; Hayton, 2005; 
Ireland et al., 2009); and (5) availability of adequate resources and time  for 
individuals to  pursue environmental scanning, opportunity identification, and 
corporate entrepreneurship (Hornsby et al., 2002, 2009; Kuratko et al., 2005; 
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Shepherd et al., 2007). These lead organizational structures, processes, and practices 
are summarized in Figure 2. It should be noted however, that while we present these 
conditions as independent in our diagrammatic representation, in practice we expect 
interactions and interdependences to exist among them. For the sake of brevity, we 
will concentrate our discussion on individual conditions for the most part. 
 
INSERT FIGURE 2 HERE 
 
 Human resource management practices geared towards CE require 
decentralization of authority, participation in decision making, cooperation, avoidance 
of bureaucracy to encourage and enable risk taking and creativity to take place 
(Luchsinger and Bagby, 1987). For employees to behave entrepreneurially, they must 
first be sufficiently motivated to want to identify opportunities (Hayton, 2005). 
Intrinsic and extrinsic rewards may motivate employees but the control systems that 
accompany performance management are equally important. Put simply, the 
performance context shapes and constrains the behavior that individuals will perceive 
as valued by their organizations (Griffin et al., 2007). 
Sykes (1992) argues that the challenge, autonomy, responsibility and status 
associated with engaging in a successful venture should be enough reward in itself. 
Extrinsic rewards (i.e., compensation) can further encourage entrepreneurial behavior 
(Balkin et al., 2000; Chandler et al., 2000) when used in relation to entrepreneurial 
objectives because they specify directly the behavior that managers wish to see 
repeated (Morris et al., 2008; Ireland et al., 2009). These studies suggest that 
organizational practices such as compensation designed to reward investments not 
outcomes may ensure human capital is deployed in a way that encourages corporate 
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opportunity identification. Barringer and Bluedorn (1999) support such a thesis in 
their discovery that financial controls can harm corporate entrepreneurship as they 
orient individuals towards the ‘bottom line’ at the expense of longer term, and more 
strategic, entrepreneurial outcomes. Emphasis on longer-term rewards in which the 
appraisal and reward systems account directly for entrepreneurship and are 
communicated clearly should foster a positive environment for corporate opportunity 
identification (Ireland et al., 2006a, b). Importantly, such reward and control systems 
can consciously direct the deployment of human capital in pursuit of organizationally-
desired outcomes (Griffin et al., 2007; Hayton, 2005). 
 Providing employees with autonomy and work discretion may also serve to 
motivate them to identify opportunities. Indeed, several studies have highlighted the 
positive relationship between autonomy / discretion and entrepreneurial activity 
(Burgelman, 1983; Lumpkin and Dess, 1996). Providing work discretion and 
autonomy to employees reduces the rigidity of tasks and enables individuals to adjust 
daily activities as they discover new and better ways of doing things (Hayton, 2005; 
Luchsinger and Bagby, 1987). Work discretion and autonomy then enable individuals 
to explore new avenues, or opportunities, as they emerge with the implication that 
such discoveries can be explored in greater depth. In turn, as individuals use their 
human capital to understand the meaning of emerging opportunities to the corporate 
context, these individuals are exposed to issues of corporate value and wealth creation 
they would otherwise be unaware of (e.g., Hornsby et al., 2009). In time the 
individual will increase their understanding of the business in a way that helps them to 
identify more and more meaningful opportunities for the firm. 
 Hayton (2005) proposes that greater autonomy broadens the scope for 
discretionary behaviors which themselves can have a positive influence on the 
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formation of trust and social capital among individuals in the firm. Social capital can 
ensure that human capital is deployed for corporate opportunity identification, by 
enabling the sharing of insight, knowledge and mental models (Kang and Snell, 
2009).  
Organizational structures and practices that promote information exchange 
may also facilitate opportunity identification as a result. Designing an organizational 
structure that promotes high levels of communication and cross-functional integration 
helps to facilitate the exchange of tacit and codified knowledge (Hayton, 2005). 
Cross-functionality has been found to encourage information exchange (Krohmer et 
al., 2002) and productive cooperation (Sarin and Mahajan, 2001). Ireland et al. (2003) 
posit that such boundary spanning exposes individuals to unrelated matrices of 
knowledge that cross-pollinate human capital in such a way that novel and more 
comprehensive entrepreneurial behavior should emerge. In turn, deploying a team-
based design that facilitates cross-functional linkages and / or encouraging intra-firm 
networking (Kelley et al., 2009) should promote opportunity identification. 
 Individuals can achieve flashes of insight but greater exploration of novel 
opportunities is supported when knowledge from across the firm comes together. 
Connectedness facilitates the coming together of human capital to synthesize new 
ideas, views, and thoughts leading to the identification of corporate entrepreneurial 
opportunities. Accordingly, Jones et al. (1995) argue that entrepreneurial firms tend to 
make more systematic investments in group skills and socialization. Group skills 
enhance the quality of interactions among individuals, while socialization helps build 
common ground and shared understanding, particularly among employees from 
different functional areas (Nonaka and Takeuchi, 1995). It is not surprising, therefore, 
that studies have found cross-functional teams to be associated with innovation 
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among other positive entrepreneurial outcomes (Hornsby et al., 1999; Sethi et al., 
2001). 
 To encourage individuals to leverage their human capital in pursuit of 
opportunity identification, they must perceive that management support such 
endeavours (Eisenberger et al., 1990; Hornsby et al., 1999, 2002, 2009; Chandler et 
al., 2000; Hayton, 2005). Support can take several forms including championing 
innovative ideas, encouraging participation in entrepreneurial activities (Hornsby et 
al., 2002), investments in human capital (Hitt et al., 2001), providing necessary 
resources or expertise to projects (Kuratko et al., 2005), tolerating risky decisions 
even if negative outcomes result (Burgelman, 1983; Stopford and Baden-Fuller, 
1994), and institutionalizing entrepreneurial activity (Hornsby et al., 2002). Hayton 
(2005) proposes that perceived organizational support improves the social exchange 
relationship between an individual and the organization.  Recent propositions, 
however, suggest that the extent to which these benefits materialize may depend on 
the ‘proximity’ of managers to their employees (Hornsby et al., 2009). Managers that 
are distant from employees will likely have weaker social exchange relationships with 
their staff such that the social capital between them may not be sufficient to benefit 
corporate entrepreneurship.  
 Hitt and Ireland (2002) also emphasize the need for strategic leaders to 
continuously evaluate, change, configure, and leverage human and social capital in 
the firm to fuel  entrepreneurial behavior. Leadership is therefore critical to corporate 
entrepreneurship (Dess et al., 2003). Leaders play an important role in securing a 
collective backing for organizational efforts. This requires leaders to articulate a 
vision for the organization, gain acceptance of that vision, and create congruence 
between the vision and followers’ self-interests (Dess et al., 2003; Ireland et al., 
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2009). An openness and willingness to listen are then vital to encourage empowered 
proactive action in an effort to realize the organization’s vision (Morrison and Phelps, 
1999). Under such conditions, top management support and leadership should create 
the requisite impetus and momentum to direct human capital efforts towards corporate 
opportunity identification. 
Top-managers’ support for entrepreneurial behavior also includes the 
organization-wide provision of the resources people need to undertake entrepreneurial 
actions (Kuratko et al., 2005; Hornsby et al., 2009). Resource slack offers employees 
the chance to experiment with new ideas and alternatives that may yield valuable new 
opportunities for the firm. In time, the confluence of human capital and organizational 
resources can shape a unique firm capability for opportunity identification (Ireland et 
al., 2009). But, such processes depend on time being available to do so. Managers that 
evaluate workloads to ensure that individuals and groups have ample time to pursue 
new avenues of investigation in the course of their work are creating an environment 
that enables individuals to take full advantage of a team-based design and an 
information-rich organizational context (e.g., Kuratko et al., 2005; Hornsby et al., 
2009). Together, resource and time availability should enable individuals to use their 
human capital in ways that enable them to identify an increasing number of 
entrepreneurial opportunities. 
The above discussion suggests that the firm’s internal environment must be 
supportive of the behaviors deemed desirable by the organization. In the absence of a 
supportive environment, individuals may be insufficiently motivated or unable to 
deploy their human capital to identify opportunities. Poor management support and 
excessive interference within a structure that rewards caution and penalizes failure 
will inevitably cause employees to behave conservatively. In contrast, management 
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that support entrepreneurial activity within a favorable control regime; facilitate 
discretion and information sharing; and encourage teamwork are more likely to 
engender an internal environment that promotes entrepreneurial activity. These 
enabling forces may work synergistically (e.g., Hayton, 2005). Based on this 
discussion, we offer the following proposition: 
 
Proposition 2: Firm structures, processes, and practices will moderate the 
relationship between human capital and corporate opportunity 
identification. 
 
2.2 Entrepreneurial Orientation (EO) as a Moderator of the Relationship between 
Human Capital and Corporate Opportunity Identification (Path 3) 
The nature of the relationship between human capital and corporate opportunity 
identification is likely to be moderated by the EO of the organization. While 
numerous definitions and similar concepts exist, EO can be defined as the methods, 
practices, and decision-making styles used within organizations to act 
entrepreneurially (Lumpkin and Dess, 1996). Together these represent the ‘mindset’ 
of the firm. The mindset associated with EO encourages a predisposition to act 
creatively and engage in innovation, to tolerate and take risks, and to proactively seek 
out, identify and seize opportunities for wealth creation (Lumpkin and Dess, 1996; 
Miller, 1983; Covin, Wales, 2012). Scholars have not only looked into the 
macroeconomic and cultural drivers of EO (Saeed et al., 2014) but also into firm-level 
determinants. While EO has been repeatedly associated with superior firm 
performance, studies have recently sought to disentangle how such rewards are 
achieved (Stam and Elfring, 2008) with recent emphasis placed on issues internal to 
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the organization (De Clercq et al., 2010) and a specific focus on internal capabilities 
(Chaston, Sadler-Smith, 2012), heterogeneity of the distribution of EO within the firm 
(Wales et al., 2011) and organizational learning (Real et al., 2014). 
An EO can be viewed as representing one of the organization’s knowledge 
structures1. Knowledge structures serve several functions relating to the interpretation 
and assimilation of new information, memory of old information and making 
inferences about missing information (Fiske and Taylor, 1991; Walsh, 1995). 
Specifically, knowledge structures help direct attention, guide information processing 
and reasoning, and cognitively orders an information-laden environment in a way that 
enables subsequent interpretation and action for any specific event, real or imagined 
(Gaglio and Katz, 2001). Collective knowledge structures are said to exist when 
several individuals are brought together and behave according to certain principles 
which then become embedded as organizational knowledge structures (Walsh, 1995). 
An EO can be considered as an organization-level knowledge structure because it 
represents the mindset of firms engaged in the pursuit of new venture opportunities 
(Lumpkin and Dess, 2005). Consequently, since an EO guides how people think, 
interpret and act on information, it can be useful to think of it in such terms when 
considering the relationship between human capital and corporate opportunity 
identification.  
An EO can act as a mechanism guiding the deployment of the organization’s 
human capital pool. In the context of environmental change, those with the necessary 
human capital and entrepreneurial intentions (Bird, 1992; Krueger, 1993; Krueger and 
Brazeal, 1994) are more likely to see and cognitively understand new opportunities 
whereas most others are concerned with protecting themselves from emerging threats 
                                                 
1 While we choose to use the term ‘knowledge structures’, the same or similar concepts are known by 
various other terms such as scripts (referring to an action sequence), schema (relating to the memory of 
a specific episode), and mental models (a generic term but which implies process). 
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and changes resulting from the uncertainty associated with environmental change. In 
the absence of intentions, action is unlikely (Krueger, 2000). Intentions, and therefore 
the likelihood of action, are heightened when the decision-maker perceives a course 
of action as being feasible (i.e., within their competence and control), desirable, and 
supported by social norms (Ajzen, 1991). While human capital is likely to have a 
direct effect on perceived feasibility, the organization’s EO may influence the 
desirability of a course of action and the extent to which it is consistent with social 
norms within the organization (Hornsby et al., 2002, Kuratko et al., 2005; De Clercq 
et al., 2010).  
Even if an individual possesses the human capital necessary to identify an 
opportunity, he or she may fail to do so because of an inability to see new means-ends 
relationships (Shane and Venkataraman, 2000). By emphasizing risk-taking, 
innovativeness and proactiveness as desirable organizational practices and norms, an 
EO may ensure that human capital is deployed to facilitate opportunity identification. 
It is not surprising then that EO is positively associated with superior information 
acquisition and information utilization (Keh et al., 2007). EO shapes the behavioral 
context in which people deploy their human capital. As individuals behave 
entrepreneurially with and among each other, the resulting social exchanges can 
encourage new configurations, combinations, and bundles of human capital to form 
(e.g., De Luca and Atuahene-Gima, 2007), which can then encourage greater 
entrepreneurial opportunity identification to take place (e.g., De Clercq et al., 2010). 
Thus, a firm with a strong EO should identify increasingly more corporate 
opportunities. This is because EO, like a knowledge structure, acts as a filter for 
processing and interpreting information and environmental changes with the ‘strategic 
intent’ (Hamel and Prahalad, 1989) of identifying opportunities. While superior 
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human capital may induce opportunity identification, unless the firm is willing to 
grasp and enthusiastically pursue these opportunities, then the human capital is likely 
to go under-utilized (Wiklund and Shepherd, 2003). Without an EO to guide them, 
employees in an organization are unlikely to combine and use knowledge in novel 
ways, which can result in myopia. Indeed, people can suffer from myopia because the 
lenses they use to interpret and apply knowledge are restricted (Miller, 2002). EO can 
help overcome such myopia because its emphasis on risk-taking, creativity and 
proactiveness is designed to help people to understand markets better by viewing 
them in different ways, and broaden their thinking and creative evaluation of 
possibilities. This argument is supported by recent studies which demonstrate that the 
relationship between a firm’s market orientation (the extent to which it collects and 
leverages market intelligence organization-wide) and firm performance (Bhuian et al., 
2005) and product innovation (Atuahene-Gima and Ko, 2001; Pérez-Luño et al., 
2011) improves under the presence of EO. 
Overall, we propose that even if individuals have the necessary skills (i.e. 
human capital) to identify opportunities for the organization, an EO is needed to 
ensure that the human capital is applied productively and generates actions that will 
be deemed feasible, desirable and socially acceptable. On the basis of our discussion, 
we offer the following proposition: 
 
Proposition 3: An entrepreneurial orientation will positively moderate the 
relationship between human capital and corporate opportunity 
identification. 
 
 21 
3. The Dynamic Nature of the Relationship between Human Capital and 
Corporate Opportunity Identification (Path 4) 
So far, we have focused on how human capital can impact on entrepreneurship (e.g., 
opportunity identification). We argue, however, that the relationship between human 
capital and entrepreneurship does not end here. The identification and exploitation of 
entrepreneurial opportunities offers an opportunity for human capital to be developed 
and modified via learning. Recent articles have suggested that among the outcomes of 
corporate entrepreneurship, attention should be directed towards new knowledge 
creation and learning (Dess et al., 2003; Zhao et al., 2011; Simsek, Heavey, 2011; 
Kreiser, 2011). Accordingly, in this section, we focus on this process. 
As intimated earlier, human capital can be viewed as comprising the 
knowledge, experiences, and (cognitive) skills of the individual. One of the key 
drivers of human capital development is experience (Unger et al., 2011). For example, 
prior experience in a particular domain is used as a common proxy for human capital. 
Similarly, experiences of corporate opportunity identification may help build 
entrepreneurship-specific human capital. Simsek and Heavey (2011) find that 
corporate entrepreneurship contributes to the development of the firm’s knowledge-
based capital both in terms of human capital, social capital and organizational capital. 
Dess et al., (2003) argue that corporate entrepreneurship can lead to the creation of 
various types of new knowledge. This knowledge is ultimately likely to be embodied 
in individuals. Nahapiet and Ghoshal (1996) argue that new knowledge is created 
through “exchange and combination”. Exchange occurs when knowledge held by one 
party is transferred to another. Combination occurs when new information is 
combined with existing knowledge. Since opportunity identification is likely to be the 
result of both exchange and combination, it offers opportunities for new knowledge to 
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be created, which in turn modifies the human capital base of the organization. This 
approach is based on the implicit assumption that individuals can effectively learn 
from experience. Learning is “the process whereby knowledge is created through the 
transformation of experience” (Kolb, 1984:41). For learning to occur there must be an 
opportunity to learn (McCauley et al., 1994). Novel situations, such as opportunity 
identification, create opportunities for learning because they set the stage for 
questioning held views and beliefs (Louis and Sutton, 1991; Dess et al., 2003). Thus: 
 
Proposition 4: Experiences with corporate opportunity identification will 
increase the quality of an organization’s human capital base. 
 
3.1 Organizational Structures and Processes as Moderators of the Relationship 
between Corporate Opportunity Identification and Human Capital (Path 5) 
Despite the above proposition, the extent to which experience with corporate 
opportunity identification can create new knowledge and improve human capital 
likely depends on individuals being sufficiently motivated to learn (McCauley et al., 
1994) and the quality of learning from the corporate opportunity identification 
experience (Corbett, 2007).  
The motivation to learn may stem from the desire to close the gap between the 
actual and desired level of job competency (e.g., get to grips with a new technology); 
the discomfort of a painful situation (e.g., a failed opportunity or competitors having 
identified a valuable opportunity before the firm did); or the desire to achieve an 
outcome with a significant reward potential (e.g., develop a better product / service 
for which there is demand) (McCauley et al., 1994). In the absence of a strong 
motivation to learn, the quality of learning may be adversely affected because 
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individuals are likely to resort to a mode of learning which is semi-automatic based on 
experience accumulation (Zollo and Winter, 2002). We now elaborate on the quality 
of learning.  
Individuals generally adjust their judgment by learning from feedback about 
past decisions (i.e., experience) (Bazerman, 1990; Corbett, 2007). Due to delays in 
feedback and problems with interpretation, however, individuals are prone to errors in 
their learning. Insofar as the learning from past experience is open to errors and 
biases, the lessons drawn may turn out to be irrelevant, invalid or even misleading 
(Zakay et al., 2004). To avoid these problems, individuals require an understanding of 
what they are doing and why (Neale and Northcraft, 1989). This understanding is 
likely to be associated with action learning. Action learning focuses on awareness 
surrounding the actual learning process. It is commonly associated with Argyris and 
Schön’s (1978) concept of “double-loop learning” which involves high levels of 
reflection. It requires continuously assessing whether there is a misalignment between 
goals and strategies. Action learning involves not only the recognition of such a 
mismatch but also a willingness to accept it and take corrective action. This type of 
learning is deemed the most desirable in terms of generating and sustaining 
competitive advantage. It follows that the impact of experience on the value of human 
capital is likely to be greatest when action learning is adopted. Unfortunately, in the 
absence of intervening factors, it is probably the least likely mode of learning to be 
adopted (discussed below).  
Faced with interpreting a particular experience, the motivation to learn and the 
quality of learning from that experience may be a function of the structures and 
processes within the firm that determine its absorptive capacity. Absorptive capacity 
is formed by the structures, practices, and processes within the firm that enable (or 
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otherwise) the assimilation, transformation, and leveraging of learning from past 
experiences to modify existing knowledge and/or create new insights (Lichtenthaler, 
2009). Put simply, firm design can constrain the absorptive capacity of the firm and 
impede individual learning (Zahra et al., 2009). Although the concept of absorptive 
capacity is normally associated with externally generated knowledge (Lichtenthaler 
and Lichtenthaler, 2009; Zahra et al., 2009), recent treatments in entrepreneurship 
research have associated it with the extent to which organizational members learn 
from past experiences encountered within the firm (Corbett, 2007) and to the 
development of entrepreneurial orientation and entrepreneurial behaviour within the 
firm (Wales et al., 2013; Engelen et al., 2014; Garciá-Morales et al., 2014). 
Organizations need to develop effective organizational processes that enable 
employees to come to grips with the meaning and potential implications of knowledge 
emerging from CE activities (Crossan et al., 1999; Zahra, Nielsen and Bogner, 1999). 
Higher levels of knowledge sharing have a stronger relationship with EO (De Clercq 
et al., 2013). The motivation to learn and therefore the quality of learning from an 
experience may be strongly influenced by organizational practices and structures 
(introduced and discussed in section 2.1). Lepak and Snell (1999) and Kang and Snell 
(2009) argue that training, career development and mentoring programs, and pay 
systems can be designed to encourage learning. For example, developmental 
performance appraisal systems can be used to ensure that employees receive 
continued, timely and useful feedback (Snell and Dean, 1992; Griffin et al., 2007). 
Further, the design of intrinsic or extrinsic reward systems may motivate individuals 
to learn and develop their human capital. Performance appraisals that contain 
performance- and merit-based compensation, subsequent training, and continuing 
internal communication have been found to stimulate employees’ willingness and 
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ability to learn (Minbaeva et al., 2003). Training programmes generated from 
developmental performance appraisals may also raise heightened awareness about 
what can and should be learned from opportunity identification (Hatch and Dyer, 
2004). In addition, a team-based design that encourages connectedness among 
individuals from across the organization can enable communication that allows the 
sharing, interpretation, integration, and institutionalization of knowledge to take 
place. Thus, connectedness exposes individuals to disparate pockets of knowledge 
across the firm which can act as a catalyst for learning (Crossan et al., 1999; Zahra et 
al., 1999; Kang and Snell, 2009).  
The reduction of barriers between managers and employees, bringing 
employees into organizational problem-solving and decision-making, transferring 
tasks and responsibilities to employees, providing opportunities for personal initiative, 
and implementing employee suggestions offer additional organizational impetus 
beyond a developmental performance appraisal systems to further push individuals to 
learn from experience and improve their capabilities at corporate opportunity 
identification (Kang and Snell, 2009). 
Some but not all of the structures and practiced described above may help with 
the organization’s ability to benefit from tacit knowledge. Learning from experience 
has often been associated with tacit knowledge. While tacit knowledge has been 
associated with sustaining competitive advantage, it is difficult to share and transfer in 
order to combine it with existing knowledge inside or outside the firm (Galunic and 
Rodan, 1998; Haas and Hansen, 2005). Zollo and Winter (2002) argue that greater 
learning effectiveness may be achieved by focusing on knowledge articulation and 
codification as learning mechanisms. A team-based structure supports these 
mechanisms (Griffin et al., 2007). Important collective learning occurs when 
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individuals express their opinions and beliefs, engage in constructive confrontations, 
and challenge each other’s viewpoints (Argyris and Schön, 1978; Crossan et al., 
1999). Articulation enhances awareness of the existence of knowledge, focuses on 
specifying the type and depth of new knowledge resulting from entrepreneurial 
activities, and crystallizes insights that have been gained (Zahra et al., 1999). Zollo 
and Winter (2002) argue that knowledge articulation may be achieved through 
collective discussions, debriefing sessions, and performance evaluation processes. An 
even higher level of cognitive effort is required when individuals codify their 
understanding in the form of written tools such as manuals, blueprints, decision 
support systems, project management software etc. This process of knowledge 
codification can improve the understanding of an experience even if learning is not 
the ultimate goal. For example, Zollo and Winter (2002: 342) point out that those 
individuals in the process of writing guidelines to improve execution of a complex 
task (e.g. the development of a new product) are more likely to achieve a higher 
degree of awareness and understanding of what makes a certain process succeed or 
fail, compared to telling “war stories” or discussing it in a debriefing session.  
Lepak and Snell (1999) propose that the value of an organization’s human 
capital base can be viewed as the ratio of strategic benefits obtainable from human 
capital relative to costs incurred. The impact of corporate opportunity identification 
on the value of the organization’s human capital base via corporate opportunity 
identification likely depends on employees’ motivation to learn and the  quality of 
their learning. The quality of learning, however, is likely to be influenced by a 
number of organizational structures and processes. This might include rewards for 
new knowledge creation and learning as well as encouraging knowledge articulation 
and codification. The latter might be (at least partly) achieved by providing support 
 27 
and time to enable individuals to reflect on past experiences (successes and failures; 
see Shepherd et al., 2009 on the latter) as well as adopting a team-based design that 
increases the connectedness among people so that experiences and knowledge are 
shared. Based on the above discussion we propose the following: 
 
Proposition 5: The increase in the quality of human capital resulting from 
experiences with corporate opportunity identification will be 
positively moderated by the extent to which organizational 
mechanisms designed to motivate learning and improve the 
quality of learning (such as knowledge articulation and 
codification) are in place.  
 
4. Conclusion 
Despite numerous scholars highlighting the importance of an organization’s human 
capital, few have explicitly explored the relationship between human capital and 
corporate entrepreneurship. The purpose of this chapter was to develop a human 
capital framework for studying corporate opportunity identification. The approach 
taken is unique in that it develops an endogenous perspective to the analysis of 
corporate entrepreneurship and human capital. Such a perspective takes an organic 
view of firm development in that resources, processes and outcomes are reciprocal 
and interactive (Farjoun, 2002) and thereby appreciates the complexity of causal 
linkages. We build on and extend extant studies that have explored the antecedents of 
corporate entrepreneurship to include the role of human capital. This is based on the 
understanding that ultimately it is individuals that initiate entrepreneurial actions. 
Employees with superior level of human capital (especially entrepreneurship-specific 
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and firm-specific human capital) may find themselves in a better position to identify 
entrepreneurial opportunities for the organization. We argue, however, that the firm’s 
EO and certain organizational practices and structures may strengthen the relationship 
between human capital and corporate opportunity identification. An EO may act as a 
knowledge structure serving to act as a guide for human capital deployment. Further, 
various organizational practices and structures (e.g. cross-functional teams and 
rewards) may encourage employees to leverage and share the knowledge embedded in 
their human capital. 
 How organizational outcomes influence the resource base of the firm is a 
relatively unexplored dyadic relationship (Farjoun, 2002). In this chapter we have 
sought to address this void by arguing that experiences with corporate opportunity 
identification can result in the modification of the organization’s human capital base. 
Experience with opportunity identification and exploitation has been associated with 
increases in entrepreneurship-specific human capital (Coff, 2005) as experience is 
converted into knowledge through learning. We argue, however, that in the absence of 
a set of intervening factors, individuals may be insufficiently motivated to learn and 
may be prone to biases and error when interpreting experience. Therefore, the design 
of reward systems and training schemes may result in greater increases in the value of 
human capital following experiences with corporate opportunity identification. In 
addition, following Zollo and Winter (2002), we argued that organizational processes 
geared toward knowledge articulation and codification may ensure that employees can 
achieve a deeper understanding of their experience, ensuring that learning is more 
reflective, valuable to future endeavours and not semi-automatic. 
 Future research may benefit from subjecting the framework presented in this 
chapter to empirical testing. To untangle the reciprocal nature of the relationships 
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between human capital and opportunity identification, a longitudinal approach is 
recommended. Guidance can be taken from studies that have operationalized the 
concepts discussed in this chapter. For example, there are numerous studies that have 
operationalized human capital (cf. Gimeno et al., 1997; Ucbasaran et al., 2008; Unger 
et al., 2011). Further, Lepak and Snell (2002) offer means of measuring the value and 
uniqueness of an organization’s human capital. With respect to opportunity 
identification, following the creativity literature (Amabile, 1990), respondents may be 
asked to indicate the number of opportunities they have identified in a given period. 
Alternatively, the number of patents filed may give an indication that the company 
believes a particular technology or innovation represents a commercial opportunity 
(e.g., Wadhwa and Kotha, 2006). Studying the number of opportunities identified / 
patents may be particularly useful because individuals who identify more 
opportunities may have more to choose from and thus are likely to exploit better 
quality opportunities (Ucbasaran et al., 2008). 
 Future researchers seeking to test our model need to consider the unit of 
analysis. It may be very difficult to collect information on the human capital of every 
single employee in the firm. A compromise may be to consider the human capital of 
middle managers. While entrepreneurial activity may be initiated from executive 
(Coombes et al., 2011) and operating levels, there appears to be some consensus that 
the middle layers of the management hierarchy are the locus of CE (Floyd and 
Wooldridge, 1999; Hornsby et al., 2002; Shimuzu, 2012; Garciá-Morales et al., 2014).  
 Two omissions from our framework may be noted. Given the scope of this 
chapter, there is an absence of discussion on opportunity exploitation and the role of 
the external environment. Future research may benefit from incorporating these 
concepts into our model. As intimated earlier, entrepreneurship scholars have 
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emphasized the importance of opportunity identification and exploitation. While 
human capital may have important implications for the likelihood and nature of 
opportunity exploitation, different kinds of human capital may play different roles in 
the identification as compared to the exploitation of opportunities. For example, while 
entrepreneurship-specific human is likely to be crucial to opportunity identification, 
firm-specific and general human capital may be more important for opportunity 
exploitation (Choi and Shepherd, 2004; Kang and Snell, 2009). Future researchers 
might fruitfully distinguish between these two stages. The external environment has 
been highlighted as being an important factor influencing corporate entrepreneurship. 
In particular, corporate entrepreneurship has been found to be common and more 
beneficial in more dynamic, heterogeneous and hostile environments. Russell (1999) 
argues that dynamic and heterogeneous environments may offer more opportunities 
for firms to identify and exploit, while hostile environments may provide a stronger 
incentive for firms to pursue innovative activities as a source of competitive 
advantage. These environments may serve to motivate employees to leverage their 
human capital to identify opportunities but also motivate them to learn from their 
experience so as to develop their human capital for future rounds of entrepreneurial 
activity. 
 Our model has potentially important implications for managers / organizations 
in pursuit of competitive advantage through entrepreneurial activity. Theoretically 
there is strong foundation for assuming that human capital is central to entrepreneurial 
opportunity identification. Much of the organization’s knowledge resides in its human 
capital (Hitt et al., 2001). Therefore, the selection, deployment and development of 
employees’ human capital are likely to be of significant importance to the firm (Lepak 
and Snell, 1999). Managers need to carefully consider the design of organizational 
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structures and practices that can ensure that the firm maximizes the benefits from its 
human capital (e.g. rewards, communication systems, team-design etc.) (Kang and 
Snlee, 2009). Further, given that the value and uniqueness of human capital can erode 
overtime (Lepak and Snell, 1999), managers need to ensure that they nurture 
organizational human capital. In particular, by paying attention to knowledge 
articulation and codification, managers may ensure that employees learn more from 
organizational experiences than if left unattended. Though not discussed in this 
chapter due to space limitations, managers also need to acknowledge the relationship 
between human capital and social capital (Kor and Mesko, 2013). Human capital is 
often enhanced through the firm’s social capital (Lepak and Snell, 1999; Kang and 
Snell, 2009). Adler and Kwon (2002) highlighted social capital’s importance in a 
number of organizational activities including the creation of intellectual capital, 
learning, innovation and entrepreneurship. Unfortunately, it can be very difficult to 
empirically distinguish between human and social capital (Coff, 2005). 
 Overall, paying greater attention to the organization’s human capital 
endowment is likely to have important implications for managers in pursuit of 
corporate entrepreneurship and scholars seeking to improve our understanding of 
these phenomena.  
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Figure 1. A Human Capital Framework of Corporate Opportunity Identification 
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Figure 2. Lead Structures and Processes Influencing the Internal Environment in which Human Capital and Corporate 
Entrepreneurship can be Leveraged 
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